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PART III - FINANCE 
 
8 BORROWING AND INVESTMENT REPORT 

 
PURPOSE OF THE REPORT 
 
Waitakere City Council enters into treasury related financial contracts in the ordinary 
course of its business.  It is the role of Council's funds management function to manage 
such contracts and the impact that they have on the organisation.  All funds management 
transactions are governed by the Borrowing and Investment Policy prepared in 
compliance with the Local Government Act 1974.  As a requirement of the Borrowing and 
Investment Policy, this report informs Council on the current and future movements of 
Council's debt and cash investments and provides a general commentary of financial 
market conditions. 
 
SUMMARY OF BORROWING AND INVESTMENT MOVEMENTS, JANUARY 2002 
 
The Council’s gross term debt position has increased by $4.7 million since December 
with a closing balance at January month end of $110 million.  Working capital borrowing 
of $15.2 million at 31 January 2002 has been funded using the Council’s special fund 
reserves and unsecured bank loans.  
 
SIGNIFICANT FUNDING TRANSACTIONS ENTERED INTO DURING JANUARY 2002  
 
�� New medium term floating rate bond. Principle $5 million, maturing 15 June 2002, 

interest rate – Bank Bill Rate plus 0.10%. 
�� New medium term floating rate bond. Principle $5 million, maturing 15 October 2002, 

Interest rate – Bank Bill Rate plus 0.10%. 
�� Sinking Fund re-invested, ANZ term investment of 29 days, invested $1,587,500 

accruing interest at 4.85%. 
�� Sinking Fund re-invested, WestpacTrust term investment of 90 days, invested 

1,900,000 accruing interest at 4.85%. 
�� Sinking Fund re-invested, ASB Bank term investment of 90 days, invested 1,900,000 

accruing interest at 4.85%. 
�� Auckland Regional Services Trust Fund re-invested, ANZ term investment of 90 days 

invested $1,061,037.25 accruing interest at 4.85% 
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FINANCIAL MARKET COMMENTARY 
 
Interest Rate Overview 
 

The graph, which refers to yields, 
represents the change in interest 
rates over the past two months. A 
number of small issues have 
developed over the past month, as 
the financial markets look for 
direction. 90 Day Bank Bill interest 
rates have generally increased, 
from a once steady level of 4.85% 
since November, to interest rates 
approaching 5.0%. For longer 
term interest rates, five and ten 
year maturities have generally 
remained relatively steady. This 
has begun to decrease the 
steepness of local interest rate 
spreads, a trend that is likely to 
continue for some time yet. 

 
 
 
Interest Rate Expectations 
 
The most important local news recently to emerge is the Governments moves to increase 
petrol tax by 4 cents a litre.  In itself, this news has little immediate effect on the Reserve 
Bank of New Zealand inflation parameters, which does not include Government taxes, 
however, the cost increase will be past onto the consumer through increased prices from 
sectors dependent on fuel.  This may not be a significant inflationary risk alone, though 
local inflation has been muted by the low oil prices, which will rise as the global economy 
improves.  Add to this the drop off of decreased rental costs for state housing, from the 
year on year inflation figures and we begin to see that inflation is at the higher end of Don 
Brash’s target range.  
 
Unless there is a sustained strengthening in the value of the NZ dollar, reducing the costs 
of imported goods, the Reserve Bank of New Zealand will be forced to increase the 
Official Cash Rate (OCR) to counter the inflation figures.  Most market commentators 
have now accepted the likely OCR increase though the questions still remain, when and 
by how much?  Each commentator has their own answer, though the general consensus 
is that the OCR will be 5.75% by December 2002. 
 
Up coming dates 
 
Monetary Policy Review  20 March 2002 
Official Cash Rate Review  17 April 2002 
New Zealand Government Budget 23 May 2002  
 
CONCLUSION 
 
All transactions covered by this report have complied with the requirements of Council 
Policy.  Council's current net term debt is within the limits approved in the 2001/2002 
Annual Budget. 
 
RECOMMENDATION 
 
That the information be received. 
 
Report prepared by:  Bruce Wilkin, Funds Accountant. 
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15 REQUEST FOR RATE REMISSION SECTION 21 OF THE RATING POWERS ACT 

1988 
 
PURPOSE OF THE REPORT 
 

A55 The purpose of this report is to determine an application received from Plumstead 
Developments Limited for the cancellation of the Uniform Annual General Charge on a 
subdivision at Plumstead Gardens in Glen Eden.  A copy of the correspondence is 
attached at page A55. 
 
BACKGROUND 
 
As an integral part of its differential rating system, this Council currently levies a Uniform 
Annual General Charge amounting to $510 on every separately rateable property in the 
city as part of its general rates to ensure that a minimum contribution to services and 
‘overhead’ is paid by all properties regardless of land value, with the balance of the 
general rate requirement then being shared between properties according to the 
particular land value attributed on the District’s Valuation Roll. 
 
Section 21(1) of the Rating Powers Act 1988 provides: 
 

“The territorial authority may, on its own motion or on the application of any 
ratepayer who is the occupier of more than one separately rateable 
property in the district or a subdivision of the district, reduce or cancel any 
separate uniform annual charge or uniform annual general charge in 
respect of one or more of the separately rateable properties occupied by 
that occupier in the district or subdivision if it considers it reasonable to do 
so.” 

 
This Council does not have an explicit policy on the remission of uniform annual general 
charges under this section of the Act and has not in the past reduced or cancelled such 
charges in the circumstances applicable to Plumstead Developments Limited.  Any 
application must therefore be considered on its merits. 
 
In context it is important to appreciate that the term “a subdivision of the district” as used 
in S.21(1) means by definition an electoral ward not a development as carried out by a 
commercial subdivider/developer. 
 
Mr Sutton is a director of Plumstead Development Limited and Axiom Consulting Limited.  
These companies are presently scheduled as the ratepayer under 13 rate accounts, most 
in significant arrear.  The majority of these accounts are maintained on behalf of 
Plumstead. 
 
Following the enactment of the Rating Valuations Act 1998, where a subdivision of a 
property occurs a separate entry in the valuation roll is made for each lot in the 
subdivision when the approved subdivision plan is lodged with the Land Transfer Office 
and a separate title is able to be issued and uplifted. Rating of each separate entry in the 
valuation roll commences from the beginning of the next rating year and a Uniform 
Annual General Charge is then levied on each assessment as part of the annual rate 
strike. 
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In a High Court judgement delivered in November 2000 on a case taken against Rodney 
District and North Shore and Waitakere City Councils, initiated by a number of property 
developers, it was ruled that each lot is a separately rateable property and that such 
properties are not used contiguously with other properties in a subdivision which may 
remain in the ownership of the property developer pending on-sale.  Thus the three 
criteria set out in S.23 of the Rating Powers Act 1988, namely:- 
 

“Where any 2 or more separately rateable properties are: 
a) Occupied by the same ratepayer; and 
b) d jointly as a single property;  and 
c) Contiguous or separated only by road, railway, drain, water race, 

river, or stream, - 
they shall be deemed to be one property for the purposes of making and 
levying any uniform annual general charge made under section 19 of this 
Act or any separate uniform annual charge under section 20 of this Act.’ 

 
were not satisfied.  A significant number of properties do receive relief under the terms of 
this provision. 
 
A copy of this Judgment, which is issued in two parts, has been circulated with this report. 
 
Additional statutory grounds for remission of a Uniform Annual General Charge are set 
out in S.21(2) of the Rating Powers Act, namely:- 
 

“(2) The territorial authority may, on its own motion or on the application 
of any ratepayer, reduce or cancel any uniform annual general 
charge, or any separate uniform annual charge, in respect of any 
separately rateable property where – 
 
a) It has refused the issue of a building permit for that property 

pursuant to section 641(2) of the Local Government Act 
1974;  or 

b) It considers it likely that it would be obliged to refuse any 
application for the issue of such a permit – 

 
And it considers it reasonable in the circumstances to do so. 

 
That circumstance is also not applicable here.  Consequently a separate Uniform Annual 
General Charge is able to be levied on each assessment separately entered on the Roll. 
 
The judgement confirms that S.21(1) provides for discretionary rating relief.  There is no 
requirement under S.21(1) that the properties in common ownership be contiguous or that 
there be a commonality of use and the charges may be cancelled or reduced by Council 
in respect of any one or more of the separately rateable properties occupied.  Council is 
to be guided by consideration of what is reasonable in the circumstances, and the 
particular circumstances of the applicant. 
 
STRATEGIC CONTEXT 
 
General rates are not a charge for services provided (or not provided) to any property. 
They are a form of property tax levied to fund the cost of providing services to the whole 
community.  The Court of Appeal in a case taken against Wellington City Council affirmed 
this view. 
 
In this context, the charging of a Uniform Annual General Charge on every property is 
neither fair, nor unfair.  It is simply the application of a statutory funding mechanism, 
consistent with Council’s intention to secure a minimum contribution towards the rate 
requirement from each separate property, subject to the statutory limitation in S.25(1) of 
the Rating Powers Act that not more than 30% of the estimated total rates revenue be 
recovered from uniform charges. 
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It is important that the rating system and the Funding Policy in relation to rates remissions 
attempt to maintain equity between properties.  Council has a fiduciary duty to act fairly 
between individual ratepayers and with respect to categories of ratepayers under its 
differential rating system and cannot arbitrarily treat ratepayers differently in similar or 
identical circumstances. 
 
ISSUES 
 
This application has not put forward any argument as to why the Charge should be 
remitted other than to claim that it is unfair. 
 
This property development together with all other property developments for housing are 
rated at the same rate as residential properties, notwithstanding that the property 
development is a business venture undertaken by a company. 
 
If this application for remission of the Uniform Annual General Charge were to be 
approved, these Charges would have to be remitted on virtually every vacant subdivided 
lot.  It would also provide a precedent for similar applications to other local authorities.  
Another developer made a similar application to North Shore City some months ago.  
That Council declined the application.  
 
CONCLUSION 
 
To approve this application for remission of the Uniform Annual General Charge would 
create a precedent that should then be applied to numerous other developers and there 
has been no unique reason given to justify remission of the Charge, simply an 
unsubstantiated claim of unfairness.  It is also unclear how properties on the Roll would 
be identified administratively as having similar circumstances applicable. 
 
The fact that a subdivided lot is vacant and that the developer owns other allotments, 
whether contiguous or not, is on its own is not sufficient to justify a lower rate on such a 
property. 
 
RECOMMENDATIONS 
 
1. That the information be received. 
 
2. That the application for cancellation of the Uniform Annual General Charge on this 

property development be declined. 
 
Report prepared by:  Andrew Pollock, Director:  Finance. 
 
 

 
 
 



 

 



 

 



 

 



 

 



 

 



 

 



 

 


